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LEGISLATIVE CONTEXT 



In terms of section 152 (1)(b) of the Constitution of the Republic of South Africa, 
1996, ( No 108 of 1996), local government are required to ensure the provision of 
services to communities in a sustainable manner. 

In terms of section 64(2) (a) of the Municipal Finance Management Act, 2003 (Act 
No.56 of 2003) 

1. DEFINITIONS 

For the purpose of this policy, the wording or any expression used has the same 
meaning as contained in the Act, except where clearly indicated otherwise and 
means the following: 

“Act”, The Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000) as 
amended from time to time; 

“Authorized Representative”, the person or institution legally appointed by the 
Council to act or to fulfil a duty on its behalf; 

“Chief Financial Officer” the person appointed by Council to administer its finances; 

“Council” the municipal council of the Municipality of Mamusa; 

“customer” any occupier and/or owner of any property to which the municipality has 
agreed to supply services or already supplies services to, or failing such an occupier, 
then the owner of the property; 

“Defaulter” a person who owes money to municipality after the due date has 
expired; 

“Equipment” a building or other structure, pipe, pump, wire, cable, meter, engine or 
any accessories; 

“interest” a charge levied with the same legal priority as service fees and calculated 
at a rate determined by council from time to time on arrear monies; 

“municipality” includes a municipality referred to in section 155 (6) of the 
Constitution; 

“municipal account” an account rendered specifying charges for services provided 
by the municipality, or any authorised and contracted service provider, and/or 
assessment rates levies; 
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“Municipal Manager” the person appointed as Municipal Manager in terms of 
section 82 of the Local Government: Structures Act, 1998, (Act 117 of 1998) and 
include any person acting in that position or to whom authority was delegated; 

“municipal services” those services provided by the municipality, such as, inter alia 
the supply of water and electricity, refuse removal, sewerage treatment, and for 
which services charges are levied; 

“Occupier” any person who occupies any property or part thereof, without taking 
cognisance of the title in which he or she occupies the property, 

“Owner” - 

a) the person in whose name the property is legally vested; 

b) in the case where the person in whose name the property is vested, is insolvent 
or deceased, or is disqualified in terms of any legal action, the person who is 
responsible for administration or control of the property as curator, trustee, 
executor, administrator, legal manager, liquidator, or any other legal 
representative; 

c) in the case where the council are unable to establish the identity of such person, 
the person who are entitled to derive benefit from the property or any buildings 
thereon; 

d) in the case of a lease agreement in excess of 30 years was entered into, then the 
lessee; 

e) Regarding: 

i. a portion of land allotted on a sectional title plan and which is registered in 
terms of the Sectional Title Act, 1986 (Act 95 van 1986), without limiting it to 
the developer or managing body to the communal property; 

ii. a portion as defined in the Sectional Title Act, the person in whose name that 
portion is registered in terms of a “sectional title, including the legally 
appointed representative of such person; 

f) any legal entity including but not limited to : 

i. a company registered in terms of the Companies Act, 1973 (Act 61 of 1973), a 
trust inter vivos, trust mortis causa, a closed corporation registered in terms of 
the Close Corporation Act, 1984 (Act 69 of 1984), and any voluntary 
organisation; 

ii. any provincial or national government department or local authority; 

iii. any council or management body established in terms of any legal framework 
applicable to the Republic of South Africa; and 

iv. any embassy or other foreign entity. 

“Property” any portion of land, of which the boundaries are determined, within the 
jurisdiction of the municipality; 
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GENERAL OBJECTIVES 



2. PRINCIPLES 

In the execution of its customer care, credit control and debt collection policy the 
municipality will apply the following principles: 

a. The administrative integrity of the municipality will be maintained at all costs 
meaning that democratically elected councillors are responsible for the adoption 
of the policy, while the Municipal Manager must execute the policy. 

b. All customers must complete an official application form, formally requesting the 
municipality to connect them to service supply lines. 

c. Changes to legislation, by-laws and policies may require existing customers to 
complete new application forms. 

d. A copy of the application form, conditions of services and extracts of the 
customer care, credit control and debt collection policy and by-law must be 
handed to every customer on request at such fees as may be prescribed. 

e. Billing is to be accurate, timeous and understandable. 

f. The customer is entitled to: 

i. reasonable access to pay points; 

ii. a variety of reliable payment methods; and 

iii. an efficient, effective and reasonable response to appeals, and should 
suffer no disadvantage during the processing of such an appeal. 

g. Enforcement of payment must be prompt, consistent and effective. 

h. Unauthorised consumption, illegal connection, the tampering with or theft of 
meters, service supply equipment and the reticulation network and any 
fraudulent activity in connection with the provision of municipal services will lead 
to disconnections, penalties, loss of rights and criminal prosecutions. 

i. Incentives and disincentives may be used in the collection process. 

j. The collection process must be cost-effective. 

k. The mayor must report the implementation of the customer care, credit control 
and debt collection performance results, regularly and efficiently to Council. 

l. Application forms will be used to, inter alia, categorise customers according to 
credit risk and to determine relevant levels of services and deposits required. 

m. Targets for performance in both customer services, credit control and debt 
collection will be set and pursued and remedies implemented for non¬ 
performance. 

n. Where practically possible customers care, credit control and debt collection 
should be handled independently and the organisational structure will reflect the 
separate functions. 

o. The organizational structure of the Municipal Budget and Treasury office must 
reflect the customer care, credit control and debt collection. 
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3. OBJECTIVES 



The objectives of the credit control are: - 

> To implement procedures that will ensure the prevention of escalation in 
arrear debt. 

> To provide framework where council can exercise its executive and legislative 
framework with regard to credit control and debt management; 

> Ensure that all money and payable to council are collected and used to deliver 
services in the best interest of the community, residents and consumers in a 
financially sustainable manner. 

> Provide a frame work for customer care and indigent support; 

> Describe credit control measures and sequence of events; 

> Outline debt collection and credit control procedures and mechanisms; and 

> Set realistic targets for credit control and debt management. 

> Limited risk by employing effective management tools. 

4. DUTIES AND FUNCTIONS OF COUNCIL 

> To approve a budget consistent with the needs of communities, ratepayers 
and residents. 

> To impose rates and taxes and to determine service charges, fees and 
penalties to finance the budget within the affordability of the consumers 

> To facilitate funds to give access to basic services for the poor. 

> To provide for a bad debt provision, in line with the payment record of the 
community, ratepayers and residents, as reflected in the financial statements 
of the municipality. 

> To set an improvement target for debt collection, in line with acceptable 
accounting ratios. 

> To set performance targets and monitor the performance of the Municipal 
Manager regarding credit control and debt collection. 

> To approve a reporting framework for credit control and debt collection. 

> To consider and approve by-laws to give effect to the Council's policy. 

> To revise the budget should Council's targets for credit control and debt 
collection not be met? 

> To take disciplinary action against councillors, officials and agents who do not 
execute council policies and by-laws. 

> To delegate the required authorities to monitor and execute the credit control 
and debt collection policy to the Municipal Manager and Chief Financial 
Officer respectively. 

> To build the capacity of the credit control and debt management unit. 

5. DUTIES AND FUNCTIONS OF THE MAYOR 

> To oversee and monitor the implementation and enforcement of this policy 
and by-laws enacted to give effect to the policy; 
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> To monitor the performance of the Municipal Manager in implementing the 
policy and by-laws. 

> To, review and evaluate annually the policy and by-laws in order to improve 
the efficiency of Council's customer care, credit control and debt collection 
procedures, mechanisms and processes. 

> To report to quarterly to Council on the implementation of the credit control 
policy. 

6. DUTIES AND FUNCTIONS OF THE MUNICIPAL MANAGER 

> To implement good customer care management. 

> To implement council's credit control and debt collection policy. 

> To install and maintain an appropriate accounting system. 

> To bill consumers on a monthly basis. 

> To demand payment on due dates. 

> To raise penalties for defaults. 

> To appropriate payments received. 

> To collect outstanding debt after the due date 

> To provide different payment methods. 

> To determine credit control and customer care measures. 

> To determine work procedures for public relations, arrangements, 
disconnections of services, summonses, attachments of assets, sales in 
execution, write-off of debts, sundry debtors and legal processes. 

> To delegate certain functions to senior managers. 

> To appoint firm/s of attorneys or collection agents to assist with the execution 
of his/her duties, where necessary. 

> To set performance targets for staff. 

> To appoint staff to execute council's policy and by-laws in accordance with 
council's staff policy. 

> To determine control procedures. 

> To report to the Finance Committee and the Mayor? 

7. Duties and functions of Communities, Rate payers and 
Residents 

> To fulfil certain responsibilities, as brought about by the privilege and or right 
to use and enjoy public and municipal services. 

> To pay service fees, rates on property and other taxes, levies and duties 
imposed by the council on or before due date. 

> To obtain a duplicate account at the municipal help (enquiry) desk if an 
account is not delivered during the normal billing cycle. 

> To notify the council when services are no longer required at a particular 
service delivery point and of address changes. 

> To safeguard and maintain service meters in a readable condition. 
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> To observe the mechanisms and processes of the council in exercising their 
rights. 

> To allow municipal officials reasonable access to their properties to execute 
municipal functions. 

> To comply with the by-laws and other legislation of council. 

> To refrain from tempering with municipal services and property. 

> To maintain credit and prepayment meters. 


8. PERFORMANCE EVALUATION 

The municipal council must establish a mechanism to set targets for debt collection, 
customer care and administrative performance, evaluate performance and take 
corrective actions on a regular basis to enhance credit control and debt collection. 

9. REPORTING 

a) The Chief Financial Officer shall report monthly to the Municipal Manager in a 
suitable format to enable him/her to report to the Mayor as supervisory authority 
in terms of section 99 of the Act, read in conjunction with section 100(c) 

b) This report contemplated in 5(1) will include: 

■s The total debt analysis as at month-end. 

■s Month-end balances after debit raising. 

■s Brought forward balances at month-end. 

S Number of fully recovered accounts. 

•S Indigent progressive growth. 
s Number of indigent applications. 
s Cash flow improvement. 
s Net effect on arrears. 

•s Collections of arrangements. 

•s Cash receipts. 

•s Cash received versus debits raised. 

•s Cash received exceeding debits raised. 

•s Attorneys brought forward balances. 

S Meter reading functions. 

■s Domestic application for services - ITC checks. 

S Domestic application for services - ITC risks levels. 

■/ Business application for services - ITC checks. 
s Business application for services - ITC risks levels. 
s Arrangements made. 
s Number of hand delivered final demands. 
s Number of posted final demands. 
s Electricity cuts versus reconnections. 
s Water restrictions versus reconnections. 
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•S Electricity and water revisits. 
s Summonses. 

•s Judgements issued. 

c) Performance in all areas against targets agreed to in the SDBIP. 

d) If the actual cash receipts do not match the budgeted income the Chief Financial 
Officer must report this with motivation to the Municipal Manager who will, if he 
agrees and the trend continuous, immediately move for a revision of the budget 
according to realistically realisable income levels. 

e) The Mayor as supervisory authority shall, at intervals of 3 months, report to 
Council as contemplated in section 99(c) of the Act. 


9. a) Service application and agreements 

a) All customers of services will be required to sign an agreement governing the 
supply and cost of municipal services. 

i. Owners may allow tenants to sign separate agreements with the 
municipality, which the municipality may at its own discretion accept or 
reject. 

ii. On default by a tenant, the owner will be the debtor of last resort. 

b) Prior to signing these agreements, customers will be entitled to receive the policy 
document of the municipality on request at a cost determined by Council. 

c) On the signing of the agreement, customers will receive a copy of the agreement 
for their records. 

d) Customers are responsible for costs of collection, interest and penalties in the 
event of delayed and/or non-payment. 

e) Existing customers of services will be required to sign new agreements as 
determined by the Municipal Manager from time to time. 

f) The municipal council will no longer open account for tenants as it is not a 
regulated practice. 


9. b) Customer screening and securities 

a) All applicants for municipal services will be checked for credit-worthiness 
including checking information from banks, credit bureaux, other local authorities, 
trade creditors and employers. 

i. On application consumers will be grouped into high, medium or low risk 
consumers. 

ii. A consumer will be granted a low risk status if he/she/it has not defaulted on 
any payment to the municipality, medium risk for defaults on payments and 
high risk if any legal action and judgements were taken. 

b) Based on the risks assessment deposits either in cash or any other security 
acceptable to the municipality will be charged for any new connection or any 
default on existing payment arrangement. 
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c) Deposits can be increased at the discretion of the municipality to a maximum of 
three months average consumption. 

d) Deposits can vary according to the credit-worthiness or category of the applicant. 

e) The municipality will not pay any interest on deposits. 

f) On the termination of the agreement the amount of the deposit, less any 
outstanding amount due to the municipality, will be refunded to the consumer. 

g) The municipality will not open accounts for tenants. 


9. c) Right of access to premises 

a. The owner and or occupier of property must allow an authorised 
representative of the municipality access at reasonable hours to the property 
in order to read, inspect, install or repair any meter or service connection for 
reticulation, or to disconnect, stop or restrict, or reconnect, the provision of 
any service. 

b. The owner is responsible for the cost of relocating a meter if satisfactory 
access is not possible. 

c. If a person fails to comply with (a. above) the municipality or its authorised 
representative may:- 

> by written notice require such person to restore access at his/her own 
expense within a specified period; and 

> as a matter of urgency, without prior notice restore access and recover 
the cost from such person. 


9. d) Disconnection of service(s) 

a. Customers who are in arrears with their municipal account(s) and who have 
not made arrangements with the municipality will have their supply of 
electricity and water, and other municipal services, suspended or 
disconnected. 

b. The disconnection of services may happen when the municipal account is day 
overdue. 

c. Council reserves the right to deny or restrict the sale of electricity or water to 
customers who are in arrears with their rates or other municipal charges. 

d. Upon the payment of arrears, or the conclusion of acceptable arrangements, 
the service will be reconnected as soon as conveniently possible. 

e. All costs related to notices, the restrictions or dis- and reconnections, will be 
determined by tariffs approved by the municipal Council, and will be payable 
by the customer. 

f. The deposit of any defaulter will be adjusted and brought into line with the 
policy and tariff structure of the municipality. 


9. e) Rates clearance 
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a. On the sale of any property in the municipal jurisdiction, the municipality will 
withhold the transfer until all rates, services and consumption charges are paid by 
withholding a rates clearance certificate as contemplated in section 118 of the 
Systems Act. 

i. When the previous owner of a property terminates his services, such 
services must be stopped immediately and the new owner or tenant must 
register the services in his own name and pay the required deposit. 

9. f) The Pre-payment System 

a. The municipality may use its prepayment system to recover arrears in respect of 
accrued municipal taxes and other municipal levies, tariffs and duties in respect 
of services such as water, refuse removal, sanitation and sewerage. 

b. A customer with arrears, who applies for a pre-payment meter, will be required to 
repay all arrears in full before a pre-payment electricity meter is installed or, if the 
amount outstanding is large and/or the customer’s ability to pay is limited the 
arrears can be repaid by allocating 50% of all purchases before any electricity 
credit is given. 

s Only bank guaranteed cheques, and cash will be accepted for the sale of 
prepaid electricity. 

Interest 

Interest will be raised as a charge on all accounts not paid by the due date in 

accordance with applicable legislation. 

9. h) Theft and fraud 

a) Any natural or juristic person found to:- 

i. be illegally connected to municipal services; 

ii. has tampered with meters, the reticulation network or any other supply 
equipment; 

iii. has committed any unauthorised act associated with the supply of municipal 
services; and 

iv. be involved in theft of and fraudulent activity will be prosecuted and/or held 
liable for penalties as determined from time to time. 

b) Council will immediately terminate the supply of services to a customer should 
such conduct as outlined in (above a.), be detected. 

c) The total bill owing, including penalties, assessment of unauthorised consumption 
and discontinuation and reconnection fees, and increased deposits as 
determined by Council if applicable, will be due and payable before any 
reconnection can be sanctioned. 

d) The municipality will maintain monitoring systems in order to identify customers 
who are undertaking illegal actions. 
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e) The municipality reserves the right to lay criminal charges and/or to take any 
other legal action against both vandals and thieves. 

f) Any person failing to provide information or providing false information to the 
municipality may face immediate disconnection and/or legal action. 


10. REGULAR REVIEW PROCESSES 

The rates policy must be reviewed on an annual basis to ensure that it complies with 
the Municipality’s strategic objectives as contained in the Integrated Development 
Plan and with legislation 


11. ENFORCEMENT/IMPLEMENTATION 

This policy must approved by the Municipal Council in terms of resolution. 

This policy will be applicable to all employees, community and councillors within the 
demarcation area of Mamusa Local Municipality. 


NB: REPORTING TEMPLATE (Please develops a reporting template, attach it to 
the policy) 


12 


CUSTOMER CARE POLICY 



1. Objective 

To focus on the client’s need in a responsible and pro-active way, to enhance the 
payment of services and to create a positive and corporative relationship between 
the persons responsible for the payment of services received, and the council, and 
where applicable, any service provider. 

2. Communication 

> Council’s customer care, credit control and debt collection policy or relevant 
extract thereof, will be made available by general publication and on request, 
and will also be available for perusal at council offices. 

> Ward councillors will be encouraged to include an item on credit control and 
debt collection in the agenda of their regular ward meetings; 

3. Metering 

> The council will provide meters to every paying consumer for all services. 

> All meters will be read monthly, if the meter is not read monthly, due to 
reasons beyond control, council will estimate the consumption in terms of 
council operational procedures. 

> Consumers are entitled to request verification of meter readings and accuracy 
within reason. 

> Should a meter be replaced, consumers will be informed accordingly. 

4. Accounts and Billing 

> Consumers on the billing system will receive an understandable and accurate 
bill from council. 

> Accounts will be produced in accordance with the meter reading cycle and 
due dates will be linked to the statement date. 

> Accounts will be rendered monthly in cycle of approximately_days 

at the address last recorded with the council. 

> It is the responsibility of the consumer to ensure that postal addresses and 
other contact details are correct 

> It is the consumer’s responsibility to make enquiries and ensure timeous 
payments in the event of account not received. 

> Settlement or due dates will be as indicated on the statement. 

5. Personal contact 

a. Within the constraints of affordability Council will endeavour to notify 
customers of their arrears situation by telephonic contact or by delivering a 
final demand notices. 
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b. During the contact customers will be informed of their rights and obligations in 
terms of the customer care, credit control and debt collection policy including 
making arrangements and applying for indigent support. 

c. Such contact is not a right and disconnection of services and other collection 
proceedings may continue in the absence of such contact. 

PROVISION FOR BAD DEBT POLICY 

1. PURPOSE 

To ensure that sufficient provision for bad debt is provided for. 

2. OBJECTIVES 

A provision shall be recognized when: 

a. Municipality has a present obligation (legal of constructive) as a result 
of a past event, 

b. It is possible that an outflow of resources embodying economic benefits 
or service potential will be required to settle the obligation, and 

c. A reasonable reliable estimate can be made of the amount of the 
obligation 

If these conditions are not met, no provision shall be recognized. 

3. SCOPE 

This policy applies to the provision for bad debts. 

4. ROLE CLARIFICATION 

The Municipal Manager as an Accounting Officer remains the overseeing authority 
over all the provisions made on behalf of Council. 

The Chief Financial Officer must perform the provision management functions as 
prescribed in Section 97(d)(ii) of the Local Government Municipal Systems Act 2000 
and the delegation authority of the Council as prescribed in Section 82 of the 
Municipal Finance Management act, 2003 (Act 56 of 2003). 

5. DELEGATIONS 

The Chief Financial Officer may delegate the provisions responsibility to either his 
deputy or the provisions responsibility to either his deputy or the assistant managers 
as prescribed in Section 82 of the Municipal Finance Management Act, 2003 (Act 56 
of 2003). 


14 


The administration shall be done by the Deputy Director Budget and Treasury Office 

or his delegates 

6. ADMINISTRATION PROCEDURE 

a) Annual provision for bad debt shall be provided for as follows: 

> 90% of all outstanding debts 90+ days and older based on the estimated age 
analysis of the financial year end of which the financial statements are drawn 
up for 

> And 50% for 60 days based on the estimated age analysis of the financial 
year end of which the financial statements are drawn up for. 

b) Provision for bad debt shall be provided for the following services: 


i. Rates 

ii. Sewerage 

iii. Water 

iv. Electricity 

v. Refuse 

vi. Basic electricity 

vii. Basic water 

viii. Sundry Debtors 


c) Debtors will be analyzed in terms of concentrations of individual risk classes 
showing each individual ageing 

7. RECORDS AND REPORTS 

a. The Chief Financial Officer or the delegated official must keep all provisions 
transactions in accordance with General Recognized Accounting Practices. 

b. The Chief Financial Officer or the delegated official must report to the 
Accounting Officer / Municipal Manager the provisions portfolio in a prescribed 
form as required by the Municipal Regulation and must review and adjust the 
provisions with the adjustment budget 


RESOLUTION DATE: 


MUNICIPAL MANAGER 


HON. MAYOR 
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